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ORDERS OF REFERENCE 


House of Commons, 
Wednesday, 12th October, 1949. 


Ordered. —That the following members do compose the Standing Committee 
on Railways, Canals and Telegraph Lines— 


Adamson 

Beaudry 

Bennett 

Bertrand 

Beyerstein 

Black (Cumberland) 

Bonnier 

Bourget 

Breithaupt 

Cannon 

Carroll 

Carter 

Chevrier 

Clark 

Darroch 

Dewar 

Douglas 

Eudes 

Ferguson 

Garland 

Gauthier (Portneuf) 


Messrs. 

Gibson (Comox-Albemi) 

Gillis 

Goode 

Gourd (Chapleau) 

Green 

Harrison 

Hartt 

Hatfield 

Healy 

Herridge 

Hodgson 

James 

Jutras 

Lafontaine 

Lennard 

Macdonald (Edmonton 
East) 

Maybank 

McCulloch 

McGregor 

Mclvor 


McLure 

Murphy 

Murray (Cariboo) 
Nixon 
Noseworthy 
Pouliot 

Richard (St. Maurice - 
Ixifleche) 

Riley 

Robinson 

Rooney 

Ross (Hamilton East) 
Shaw 

Stuart (Charlotte) 

Thatcher 

Thomas 

Thomson 

Weaver 

Whiteside 

Whitman—60. 


Ordered. —That the Standing Committee on Railways, Canals and Tele¬ 
graph Lines be empowered to examine and inquire into all such matters and 
things as may be referred to them by the House; and to report from time to 
time their observations and opinions thereon, with power to send for persons, 
papers and records. 


Friday, October 21, 1949. 

Ordered. —That the following Bill be referred to the said Committee:— 

Bill No. 12, an Act to establish the Canadian Overseas Telecommunication 
Corporation. 


Wednesday, October 26, 1949. 

Ordered. —That the name of Mr. Follwell be substituted for that of Mr. 
Bennett on the said Committee. 


49604 — li 
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STANDING COMMITTEE 


Tuesday, 8th November, 1949. 

Ordered .—That the said Committee be granted leave to sit while the House 
is sitting. 

Ordered .—That the quorum of the said Committee be reduced from 20 to 12 
members and that in relation thereto Standing Order (63) (1) (b) be suspended. 

Ordered .—That the said Committee be empowered to print, from day to day, 
700 copies in English and 250 copies in French of its minutes of proceedings and 
evidence and that Standing Order 64 be suspended in relation thereto. 

Attest. 

LftON J. RAYMOND, 

Clerk of the House. 
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REPORTS TO THE HOUSE OF COMMONS 


Tuesday, 8th November, 1949. 

The Standing Committee on Railways, Canals and Telegraph Lines has 
the honour to present the following as a 


First Report 

Your Committee recommends: 

1. That it be granted leave to sit while the House is sitting; 

2. That its quorum be reduced from 20 to 12 members and that in 
relation thereto Standing Order 63 (1) ( b ) be suspended; 

3. That it be empowered to print, from day to day, 700 copies in 
English and 250 copies in French of its minutes of proceedings and evidence 
and that Standing Order 64 be suspended in relation thereto. 

All of which is respectfully submitted. 

L. 0. BREITHAUPT, 
Chairman. 


(Concurred in this day.) 


Tuesday, November 8, 1949. 

The Standing Committee on Railways, Canals and Telegraph Lines has the 
honour to present the following as a 


Second Report 

Your Committee has considered Bill No. 12, “An Act to Establish the Cana¬ 
dian Overseas Telecommunication Corporation”, and has agreed to report the 
said Bill without amendment. 

All of which is respectfully submitted. 


L. 0. BREITHAUPT, 
Chairman. 


MINUTES OF PROCEEDINGS 


House of Commons, 

Tuesday, 8th November, 1949. 

The Standing Committee on Railways, Canals and Telegraph Lines met 
this day at 11 o’clock a.m. 

Mr. L. 0. Breithaupt, Chairman, presided. 

Members present: Messrs. Beyerstein, Bonnier, Breithaupt, Cannon, Carroll, 
Carter, Chevrier, Follwell, Gauthier ( Portneuf ), Gibson (Comox-Albemi) , Gourd 
(Chapleau) , Green, Harrison, Hatfield, Healy, Herridge, Lafontaine, Lennard, 
Macdonald (Edmonton East), McCulloch, Mclvor, McLure, Murphy, Murray 
(Cariboo), Noseworthy, Pouliot, Riley, Rooney, Shaw, Weaver.—30. 

In attendance: (From Department of Transport) Messrs. C. P. Edwards, 
CMG, Deputy Minister for Air; W. J. Matthews, General Counsel; W. E. 
Connelly, Superintendent of Radio; (From Canadian Marconi Company) 
Messrs. S. M. Finlayson, General Manager; D. F. Bowie, Traffic Manager; 
J. Fergus, Secretary and Treasurer; and Messrs. F. E. Richens, Ottawa Manager, 
Canadian National Telegraphs; A. Swinton, Manager, Western Union Inter¬ 
national Communications, Toronto; W. G. Keating, Supervisor, Contracts and 
Tariffs, Canadian Pacific Communications. 

Mr. L. 0. Breithaupt expressed appreciation of his re-election to act as 
Chairman of this Committee. 

On motion of Mr. Lennard: 

Resolved: That the Committee recommend that it be granted leave to sit 
while the House is sitting. 

On motion of Mr. McCulloch: 

Resolved: That it be recommended that the quorum of this Committee be 
reduced from 20 to 12 members. 

On motion of Mr. Hatfield: 

Resolved: That the Committee ask to be empowered to print, from day to 
day, 700 copies in English and 250 copies in French of the minutes of proceedings 
and of the evidence taken before the Committee. 

The Committee proceeded to consider, clause by clause, Bill No. 12, “An Act 
to establish Canadian Overseas Telecommunication Corporation”. 

The Honourable Mr. Chevrier (Minister of Transport) made a statement 
and was questioned thereon. 

Mr. W. E. Connelly, Superintendent of Radio, Department of Transport, 
read a brief and was questioned thereon. 

Statements were made by Messrs. C. P. Edwards, Deputy Minister, Depart¬ 
ment of Transport and S. M. Finlayson, General Manager, Canadian Marconi 
Company. 
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STANDING COMMITTEE 


Clauses 1 to 25 of the Bill, both inclusive, were considered and adopted 
without amendment. 

The title was carried. 

On motion of Mr. McCulloch: 

Ordered: That the Chairman report the bill without amendment. 

The Committee adjourned at 12.55 p.m., to meet again at the Call of the 
Chair. 

T. L. McEVOY, 

Clerk of the Committee . 


* 
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MINUTES OF EVIDENCE 


House of Commons, 
November 8, 1949. 

The Standing Committee on Railways, Canals and Telegraph Lines met this 
day at 11.00 a.m. The Chairman, Mr. L. 0. Breithaupt, presided. 

The Chairman: Gentlemen, we have a quorum for the committee so we 
will get started. In the first place I want to thank the members of the committee 
for reappointing me chairman. As in the past, we will try to do our best to get 
the business in hand done with the greatest possible despatch. It seems to me 
that it is not stretching the point at all to state that as is usually the case there 
are a lot of serious matters to come before this committee. Certainly what was 
said in the House at the beginning of the session, that with reference to various 
committees some of them did not have enough to do—'that statement could 
not very well be applied to this committee, not only in the light of its past 
experience but -also considering the reference which has been made to us for 
this session. 

Our first business will be to dispose of routine motions. 

(See Minutes of Proceedings.) 

The Chairman: Gentlemen, we now come to consideration of Bill No. 12. 
I assume it is your wish that we consider the bill clause by clause; and if that is 
the case, before we proceed further, I will call clause 1. And I think at this 
point, if you are agreeable, we might hear a short statement from the minister 
in connection with the Bill which we are now to consider, and of which I hope 
everyone has a copy. If you have not, there is a supply of additional copies 
here. 

Hon. Mr. Chevrier: Mr. Chairman and gentlemen, if it is your pleasure 
I would simply like to say very briefly that this matter has been under discussion 
now on -at least two occasions; once when the resolution preceding the bill came 
up in the House, and again on second reading when the bill was referred to this 
committee for consideration. To recapitulate what has already been said, let 
me say that Bill 12, “An Act to Establish the Canadian Overseas Telecommunica¬ 
tion Corporation/’ was presented to Parliament because of an agreement, an 
intercommonwealth agreement, which was signed in London on the eleventh day 
of May, 1948, by -all members of the commonwealth in which it was agreed 
that we would nationalize our telecommunications, our external telecommunica¬ 
tion services. The Acting Prime Minister of the day, The Right Honourable 
Mr. Ilsley, made a statement in the House of Commons shortly after this 
agreement was signed by Canada that Canada would implement the agreement, 
and that is being done by this bill. 

The bill has two purposes. First, to acquire the external telecommunication 
facilities of Canadian Marconi Company, Limited, and of Cable and Wireless 
Limited in this country. That is the first object. The next object is to do this 
through the medium of a crown company. It could be done by means of a 
division of the Department of Transport. That has even been suggested in the 
discussions in the House, but I do not feel that that would be nearly as effective 
as the establishment of a crown company. • 

Then, concerning the assets to be taken over. I will not go into that, in 
detail because more comprehensive data will be placed before you for discussion 
and consideration. They are the assets of Canadian Marconi and of Cable and 
Wireless. I do not need to state them here, but they have been put on the 
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record in the House in a general way. The cost of taking these over, of course, 
cannot be known definitely. A guess has to be taken at it, and the officers of 
the department in consultation with others have put a valuation on these assets; 
but the amount of $4,000,000 is mentioned in the bill because it is felt that it 
will not require an amount exceding $4,000,000; and in view of the fact that any 
resolutions requiring the expenditure of public funds must have an amount, our 
officers used that figure, because it was estimated that the purchase price should 
certainly not exceed that. You will hear from them as to how they arrived 
at the valuation. You will hear from them as to what they think it is worth. 
But, although I am not attempting to limit the activities of the committee in 
any way, I hope you keep this in mind; that the assets of Canadian Marconi 
and Cable and Wireless have yet to be purchased and prolonged discussion 
may make it more difficult or more costly for the government to purchase at a 
price we think they are worth. Now, the assets of Canadian Marconi and 
Cable and Wireless which are being taken over represent property and equip¬ 
ment used in connection with external communication services; they do not 
include any of their other assets such as radio broadcasting stations. 

This crown company we are talking about will not take over assets of that 
nature in any way whatsoever. And I would refer again to the information 
which I gave the House when discussing this matter, that we are not taking over 
any liabilities either. The information indicates that on the telecommunications 
side Marconi showed a substantial profit in 1948. 

The question arises, of course, why arc we taking these facilities over? As 
I said 1 a moment ago, it is because we are committed ; and there is another reason 
and that is for strategic purposes. It was agreed generally that we should have 
control in time of emergency over our telecommunications system. For many 
years these services w~ere under the control of Cable and Wireless and their 
policies were not acceptable to the various commonwealth countries; so they 
gathered for many conferences, the last of whieh took place in England, and 
they agreed to this method of proceeding. 

Some suggestion was made during the debate concerning monopoly. I will 
not go into that now because there are some technical officers here who will be 
able to do that. I do not think this nationalization will create a monopoly in 
any sense because there is a considerable amount of competition as it is now. 

Mr. McLure: May I ask the minister one question? 

Hon. Mr. Chevrier: Yes. 

Mr. McLure: Will this create a monopoly? 

Hon. Mr. Chevrier: It will not, in so far as Canada is concerned; the same 
action is being taken by the United Kingdom government. They have agreed 
to do the same thing as we have under this agreement, and they have already 
nationalized their telecommunications system over there. 

Mr. McIvor: It is nationally owned? 

Hon. Mr. Chevrier: Every commonwealth country will participate in it. 

Mr. McLure: But this bill gives the power to take over the Canadian 
interests in telecommunications!? 

Hon. Mr. Chevrier: That is right. 

Mr. McLure: You do not have any control over cables? 

Hon. Mr. Chevrier: Over cables, no. 

This bill, if you will look at it quickly, may be divided into five parts: 
First, it establishes a crown company; next, it sets out the powers and purposes 
of the company; thirdly, it provides that company with a staff; fourthly, it 
defines financial arrangements and 1 the limitations of the corporatiop; and 
lastly, it sets up rules and regulations to govern its operations. Clause 3, and 
other clauses succeeding, establish the corporation. Provision is made for a 


RAILWAYS, CANALS AND TELEGRAPH LINES 


11 


board of directors, one of whom is to be president and general manager; and 
who, together with the Vice-President, will be appointed by the governor-in- 
council for a term of seven years. There are to be five directors. Four of them 
would not be paid for their services, save and except for their attendance at 
meetings. There will therefore be only one salaried member of the board of 
directors. Then the corporation will be an agent of the crown. This is the 
same procedure which was followed in the case of the crown companies set up 
in the Department of Munitions and Supply during the war, as in the case of 
the National Harbours Board, and in the case of the crown companies which 
now operate. 

With respect to financial arrangements, you will note that this company's 
powers are limited in so far as the purchase of materials is concerned, and the 
entering into contracts and leases and the like. That will be dealt with as we 
go on. Finally, the Minister of Finance is authorized to advance the funds 
necessaiy to take over these assets plus the advance of a fund necessary for 
working capital, and he is authorized to make loans to the corporation from time 
to time. Any profit that is made will be paid into the federal treasury and any 
deficits that occur will be paid by a vote in the estimates. 

There are several officers of the department here prepared to discuss the 
bill. Mr. Connelly is the technical man and he is quite familiar with that 
aspect of it. I have to deal, of course, only with questions concerning general 
policy. I am not competent to deal with purely technical matters. Unless you 
have some further questions you would like to ask on policy, and if you are 
ready at this stage, perhaps the best procedure would be to hear Mr. Connelly 
and then we can get into a general discussion after he has made his statement. 

The Chairman: If that is quite agreeable to the committee, Mr. Minister, 
and it appears advisable, we will accept your suggestion-that at this point we 
hear Mr. Connelly who is Superintendent of Radio in the Department of 
Transport. I believe Mr. Connelly has prepared a statement for distribution 
which will now be made available to the members. We will now call Mr. 
Connelly: 

Mr. Rooney: May I ask a question at this point? Who will be the manager 
of this company, Mr. Minister? 

Hon. Mr. Chevrier: The president will be the manager, and there will be a 
vice-president. Neither of these officers has been selected as yet, of course. 


W. E. Connelly, Superintendent of Radio, Department of Transport, 
called: 

The Witness: Mr. Chairman and gentlemen, the information I have 
prepared is now before the committee. This memorandum contains information 
which we feel is relevant to the subject that you have under consideration. I 
have gone through many files, we have many volumes of information on our 
files, but we feel that this is giving you the subject as it is. We are quite 
prepared to give further information if that is considered necessary. Now, Mr. 
Chairman, I deal first in this memorandum with: 

INFORMATION RELATING TO BILL TO ESTABLISH THE 
OVERSEAS TELECOMMUNICATION CORPORATION 

I Cable System 

Prior to the gradual development of long distance radio communication 
during the first quarter of the 20th Century, the various parts of the British 
Commonwealth were linked together by submarine telegraph cable systems 
partly operated by the United Kingdom Post Office, partly by private enterprise 
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and partly by the “Pacific Cable Board” which was controlled jointly by the 
Governments of the United Kingdom, Canada, Australia and New Zealand. 

II Development of Long Distance Radio Communication 

1. With the expansion of the radio services a situation developed whereby 
the cable undertakings operating between the constituent parts of the Com¬ 
monwealth would be unable to continue on a paying basis in the face of 
unrestricted competition on the part of the “Beam Radio Services”, which 
were operated by the Post Office in the United Kingdom and by private 
companies in the other Commonwealth countries. In Canada the Beam Service 
is operated by the Canadian Marconi Company. To examine this situation the 
“Imperial Cable and Wireless Conference” was called in London in 1928. 

2. The result of this conference was the merging of certain cable and radio 
interests under one company known as “Imperial and International Com¬ 
munications Limited” (I. & I.C.) with a capitalization of £30,000,000. (In 1935 
the name was changed to “Cable and Wireless Limited”.) 

3. At the same time, in order to protect the interests of the various 
governments, a Commonwealth Communications Advisory Committee (C.C.A.C.) 
was set up consisting of representatives of each of the Dominions and Colonies 
with certain powers of control over policy, services and rates etc. This com¬ 
mittee was the official means of communication between the various governments 
and the company. The title was changed in 1944 to “Commonwealth Com¬ 
munications Council” and in 1949 to “Commonwealth Telecommunications 
Board”. 

Mr. Carroll: May I ask a question there? How about the government 
of the Commonwealth of South Africa, do they not have control over this there? 

The Witness: I did not get your question. 

Mr. Carroll: I see that you have left out the government of South 
Africa, do they not have control over their own communications? I notice 
they are not mentioned. 

The Witness: I should have mentioned South Africa, yes. South Africa 
has taken over control of their communications. 

Hon. Mr. Chevrier: They signed the agreement. 

Mr. Carroll: I merely asked that question because I noticed that South 
Africa had not been included in your statement. 

The Witness: 

III Agreement with Imperial and International Communications Limited 

1. In 1929 the C.C.A.C. negotiated an agreement with the I. & I.C. whereby 
the standard net revenue of the latter was fixed at £1,865,000 or approximately 
6 per cent and all earnings in excess of this amount were to be divided, 50 per 
cent to the company and 50 per cent to the reduction of rates or to such other 
purpose as the Advisory Committee might approve. 

It was not long after the formation of the I. & I.C. that the unsatisfactory 
operating position of the Company became apparent. In addition to the 
adverse trade conditions of the depression years of the thirties it was found 
that the Company had to contend with the competition of foreign rivals, 
particularly foreign radio communication Companies, and also the development 
of further radio services within and without the Commonwealth all of which 
resulted in a marked decrease in the volume of traffic when compared with 
traffic handled in 1929. In fact, between 1929 and 1937, the Company failed 
in any year to earn the standard net revenue of £1,865,000. 
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IV New Agreement with Cable and Wireless Ltd. (Ex. I. & I.C. Ltd.) 

1. An “Empire Rates Conference” was held in 1937 at the request of the 
Company, when the standard net revenue was reduced to £1,200,000 or 4 per 
cent of the capital of the Company. The Company had asked for an increase 
in rates but the Conference considered that the rates between many parts of the 
Empire were too high, for example, the rate at that time from Canada to South 
Africa was 58c, to India 51c and to the Malay States 86c per word. As a result 
of this Conference, there was established in 1938 a maximum per word rate 
of 30c on ordinary messages exchanged between any two places within the 
Commonwealth with the proviso in each case, that no existing rate would be 
increased. The rates between Canada and the United Kingdom, therefore, were 
not affected but the rates between Canada and many other parts of the 
Commonwealth were considerably reduced. 

2. In return for this reduction of rates by the Company, in many relations, 
the Commonwealth Governments agreed: 

(a) to maintain the policy of concentrating overseas telegraph traffic 
on the systems of Cable and Wireless Limited and its associates; 

( b ) to use their best endeavours to stop the circulation of traffic over 
foreign services using circuitous routes, and to resist the routing of traffic 
through foreign organizations not established in their respective territories 
where the Cable and Wireless Limited system has a suitable route which can 
carry the traffic; 

(c) to continue the policy of resisting the authorization or opening of 
new circuits which would be detrimental to Cable and Wireless Limited 
or its associates in the British Empire; 

(d) to afford Cable and Wireless Limited and its associated Companies 
overseas the opportunity of taking over on reasonable terms any external 
commercial wireless telegraph transmission services in the extra-European 
system at present operated by Governments where or if such services compete 
with the Companies , services; 

(e) to extend Cable and Wireless Limited’s agreements and licences so 
as to run concurrently for 25 years with the United Kingdom licences, subject 
to such modifications as may be necessary arising from these proposals; 

(/) to grant the Company, subject to reimbursement of actual out-of- 
pocket expenses, reasonable facilities for publicity in the offices of the 
Empire Administrations and in official publications dealing with 
communications; 

( g ) not to require terminal or transit payments on traffic handled 
exclusively by Cable and Wireless Limited and its associates. 

V Direct Radio Circuits 

1. Notwithstanding these commitments, direct radio circuits were established 
during the war, between the United States and many parts of the Commonwealth, 
including Australia, New Zealand and India. Originally such circuits were 
placed in operation for the duration of the war and for six months thereafter. 
It became evident however, that it would be inexpedient to insist on closing 
some of these direct circuits. 

2. The problems arising from the opening of these direct circuits wer^ 
considered at the “Commonwealth Telegraph Conference” held in Australia 
in 1942. One of the conclusions reached by this Conference was that the 
system as a whole was related perhaps in too great a degree to the extensive 
cable system which had been built up over a period of many years. On the 
other hand, it was recognized that although radio circuits had economic 
advantages, they had not attained complete superiority over submarine cables 
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and that for this reason, continued maintenance of the cable services was 
essential to an overall efficient telecommunication service. Accordingly it was 

SS5T? ed . . by i hC , Conference that the Commonwealth Communications 
,, ,, s iou < undertake a complete review of the communication system of 

the Commonwealth with the object of evolving a system which would ensure 

hetw° V1S1 °" f i 01 th<2 f 1 evelopment of wireless communication and co-ordina- 
tion between wireless and cable communication. 

\ I Commonwealth Partemershij) 

it hn^ 0ram0nWea l th C ommunications Council in their report concluded that 
sv.stems b nf 0 tho ™ peratlve to consolidate and strengthen the wireless and cable 

of thrCon LSo^T nWea ' Negotiations among the various Governments 
01 tne Commonwealth commenced in the summer of 1944 following recom- 

mo™XC S .'"'“f! *2*? by «* C,,un ' i1 ' i» 'ovour of a policy VcS- 
KnXl . E ; rl f ln , 1!l45 ' Lor<l Reitl >. »" behalf of the United 

view of th^nlfw 1 ^’ 7 1S,tC . d n aC1 of the Dommions to explain the point of 
monweVl h S ^ Kln ^ f ° i m - Follow : m g these discussions with Lord Reith. a Com- 
”7™ telecommunications conference was held in London in July, 1945. The 

wealth Cov^Pnt US f f r , eCommended public ownership by all the Common- 
aa. • J , , uuients of their respective overseas telecommunications services. 

the eJ a hlii rea f ZC f hC ' nam , Principfe of the Statute of Westminster—namely, 
the establishment of partnership rather than control by one partner of the others. 
At the same time local sovereignty would be safeguarded. 

VII Covimonwealth Telegraphs Agreement 

agreement 5? 1945 and subsequent Commonwealth conferences, an 

««rement wiled the Commonwealth Telegraphs Agreement” was signed by 
tpresentatives of the Commonwealth Governments on May 11, 1948. 

committed^ 01 " 1,1 ° provisions of this Agreement, each Partner Government is 

(a) to acquire the external telecommunication assets operating within 
its territory with the exception of “Cable Heads”. 

(h) to nominate an existing Department or establish a public corpor¬ 
ation to be known as “The National Body” for the purpose of acquiring 
operating and maintaining such assets. M B ’ 

, , }° representation on a “Commonwealth Telecommunications Board” 

to be established. 

mitted W ’ th rGSPeCt 40 theSC commitments . the following observations are sub- 

New^lJ^ ''* PC ?u V ? ( Gove T rn ™ enfc of United Kingdom, Australia, 
Now Zealand, South Africa, India and Southern Rhodesia have alreadv 
established their “National Bodies” and have either acquired or are in the 
process of acquiring the external telecommunication assets within their 
respective territories. 

„u *f? ited Kingdom National Body is to operate and maintain 

all assets not situated in the territories of any Partner Government and 
also the cable heads within such territories. 

VIII Assets to be Acquired by Canadian National Body 

CANADIAN MARCONI COMPANY 

1. la) Drummondialle , P.Q., Transmitting Station 

Station Site—640 acres located in St. Simon, Wickman Township 
Drummond County, P.Q. 1 ’ 

Station Building—Brick construction—Floor area—9739 sq. ft. 


RAILWAYS, CANALS AND TELEGRAPH LINES 


15 


Housing radio telephone and telegraph transmitters, rectifier, motor 
generators, power distribution switchboards, radio circuit control, test 
and measurement apparatus, and including offices, staff quarters and 
machine shop facilities. 

Pump House—Brick construction—floor area—732 sq. ft. Housing 
pumps, tanks, etc. for water and oil cooling of radio transmitters. 

Garage & Carpenter’s Shop—Concrete construction—floor area 
—639 sq. ft. 

Staff House—Two storey, 13 rooms. Brick encased. 

Two Dwellings—Two storey, 7 rooms. Brick encased. 

Riggers Shed & Garage—Wood—floor area—809 sq. ft. 

Quonset Hut—Storage—floor area—840 sq. ft. 

Microwave Hut—Wood—floor area—120 sq. ft. Housing 4 VHF 
transmitting and receiving equipments for communication purposes 
with Yamachiche Station and the Central Telegraph Office, Montreal. 

Water Cooling Pond—Associated with pump house equipment. 

Telegraph Line Systems—Comprising overhead lines and buried 
cable between site entrance and station building. 

Power Supply Facilities—Comprising high tension overhead line 
system from site entrance. 

—Substation including 6—100 kw. transformers. 

—Switching Tower. 

Towers and Masts (erected)—Eight 300-ft. towers. 41 masts, 100 ft. 
approx., steel or wood. 

Antennae—16 directional antenna systems complete with trans¬ 
mission lines, matching and switching facilities. 6 microwave directional 
aerials complete with wave guide, erected on 300-ft. tower. 

(b) Yamachiche, P.Q., Receiving Station 

Station Site—492 acres located in the Parish of Ste. Annes D’Yama¬ 
chiche, County of St. Maurice, P.Q. Also 4-7 acres located in Pointe 
de Lac, P.Q. (part of water supply system). 

Station Building and Staff Quarters—Brick construction—floor area 
7,304 sq. ft. Housing radio receivers, frequency measurement equip¬ 
ments, feeder patching board, engine generator emergency equipment, 
circuit control test and measuring apparatus, power supply control 
facilities and including offices, unmarried staff quarters and machine 
shop facilities. 

Garage and Carpenter’s Shop—Concrete—floor area 639 sq. ft. 

Four Dwellings—Brick encased, 6 rooms. 

One Dwelling—Wood, 6 rooms. 

Two Store Houses—Galvanized iron. 

Garage—3-car, wood. 

Microwave Hut—Wood—floor area 100 sq. ft. Housing 2 VHF 
transmitting and receiving equipments for communication purposes with 
Druminondville Station and the Central Telegraph Office, Montreal. 

Water Supply System—Comprising 20,000 ft. of pipe, reservoir on 
Yamachiche site, and reservoir and filter at the Pointe de Lac site 
location. 
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Telegraph Line Systems—Comprising overhead lines and buried 
cable between site entrance and station building. 

Tower and Masts—Eight 300-ft. towers. 38 masts (steel or wood), 
65 ft. to 100 ft. height. 

Antennae—16 directional antenna systems complete with trans¬ 
mission lines and matching devices. Three microwave directional aerials 
complete with wave guide, erected on 300-ft. tower. 

(c) Marconi Building at 211 St. Sacrament Street, Montreal 
Four-Storey Building—Stone and brick 80' 6" x 70' 3" with full 

basement, one elevator and 10 vaults, floor area approximately 25,000 
sq. ft.—cubical content: Main building, 310,993 cu. ft.; basement, 48,659 
cu. ft.; total, 359,652 cu. ft. 

(d) Toronto , Ont. and Vancouver , B.C ., Production Offices 

Furniture and Stationery 

2. CABLE AND WIRELESS LIMITED 
(a) Bamfield, B.C. 


LAND 

110 acres—All the company’s buildings are erected on this land 
(i acre leased to United Church of Canada). 

80 acres—Contains a reservoir and standing timber. 

BUILDINGS 

Main Office—Instrument room, manager’s offices, workshop, test, 
A.L., practice, records, stationery, store and battery rooms, etc. 

Manager’s Residence; Cottages Nos. 1-12; Flats Nos. 1 and 2— 
All occupied by company’s staff. 

“Batchelor” Quarters—Mess, library and billiard room—with bed 
and other rooms. 

Quarters (Servants)—Occupied by servants. 

(b) Montreal, P.Q. —Electrical equipment, furniture and stores. 

(r) Halifax, N.S. —Electrical equipment, furniture, stores and under¬ 
ground lines between the C.P.R. office on Barrington Street and the 
Cable Heads in Point Pleasant Park. 

(d) Harbour Grace , Nffil. —Land—One-third acre (approx.) Buildings 
—One two-storey brick, covering an area of 3,000 sq. ft. Electrical 
equipment, furniture, stores and landline from Harbour Grace to Brigus. 

(e) Toronto, Ont. and Vancouver, B.C. Production Offices. 

FURNITURE AND STATIONERY 

(/) St. John’s Nfld. The radiotelephone station and equipment in 
Newfoundland are owned by the Canadian Marconi Company and 
operated on their behalf by the Avalon Telephone Company. 

It was not our intention originally to take over these assets, but 
now that Newfoundland is a province of Canada, the situation is 
somewhat different. We may or may not decide to acquire these assets, 
depending upon what agreement can be reached with the Canadian 
Marconi Company concerning their operations in Newfoundland. 
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IX Funds to Acquire Above Assets. 

The estimated amount required to purchase these assets and to provide 
working capital for three or four months until revenue from, earnings can be 
realized is $4,500,000 made up as follows: 

Purchase of Marconi radio transmitting and receiving stations 

and associated equipment. $2,500,000 

Purchase of the Marconi Building, including necessary alterations 
and transfer of certain cable and wireless equipment from 
the Canadian Pacific Telegraphs Building to the Marconi 

Building. 

Cable & Wireless, Limited, assets in Canada . 

Contingencies (11%) including an allowance for any award 

which may be made for goodwill. 

Working capital . 


350,000 

700,000 

450,000 

500,000 


$4,500,000 

Mr. McLure: I would like to ask one question here: does- this mean that 
the Canadian Marconi Company are going out of business? 

Hon. Mr. Chevrier: No, the Canadian Marconi Company would not go out 
of business in so far as its broadcasting stations or its radio manufacturing 
interests are concerned, but it will cease to operate its external telecommunica¬ 
tion facilities. 

The Witness: 

X Composition and Functions of the Commonwealth Telecommunications Board 

1. The Board shall consist of members, to be appointed, as follows: 

(а) One, a chairman, jointly by the Partner Governments. 

(б) One, by each of the Partner Governments separately. 

(c) One, by the United Kingdom Government to represent British 

Commonwealth and Empire Territories not directly represented by other 

members. 

2. The functions of the Board will be advisory and will include recommenda¬ 
tions with respect to: 

(a) the formulation of joint telecommunication policy including rates; 

( b) the co-ordination and development of the wireless and cable systems of 
the Commonwealth; 

(c) the co-ordination with the appropriate authorities of telecommunication 
matters affecting the defence of the Commonwealth. 

id) the co-ordination and conduct of research; 

(e) negotiations with foreign telecommunication interests, if requested to 
undertake these by the Commonwealth Governments. 

XI Representation on the Board 

1. From 1945 to 1947 Canada was represented on the Commonwealth Com¬ 
munication Council by Mr. W. A. Rush, Ex-Controller of Radio. In 1948, he 
was replaced by Mr. J. H. Tudhope, Ex-Traffic Manager of Trans-Canada Air 
Lines. Our representation on the Council has been augmented as reqiured when 
matters of special importance are on the agenda. Commander C. P. Edward^, 
Deputy Minister for Air Services, attended the Council meetings in May, 1948, 
Mr. M. W. Sharp, Director, Economic Policy Division, Department of Finance, 
in October 1947 and Mr. W. E. Connelly, Superintendent of Radio has attended 
on several occasions. 

2. The Commonwealth Telecommunications Board came into existence on 
31st May, 1949, the date on which the British “Commonwealth Telegraphs Act” 

49604—2 
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Q. So cables originating in their offices will go by this board which is being 
set up, but not from Canadian National?—A. Mr. Chairman, I might mention 
here that there are what they call routed and unrouted messages. Each company 
has a form. The Canadian Marconi Company has a form; Imperial Cable has 
a form; Commercial Cable has a form, and also Western Union, and Anglo- 
American. They all have their own forms. You go into a Canadian Pacific office 
and ask for a Canadian Marconi form and write out your message on that form, 
then your message will be routed over the Canadian Marconi wireless circuit. If 
you ask for an Imperial Cable form, your message will be routed through that 
company, and similarly with each of the other companies concerned. The 
Canadian Pacific Telegraphs is also the agent for the Commercial Cable Company 
and if your message is written out on a Commercial Cable form it will go by that 
company. However, if you just write your message on a form of one of the 
Canadian Telegraph Companies the same as is used for a domestic message, 
with nothing indicating the route by which you wish to have it sent, it is called 
an unrouted message and it may be transferred to any connecting overseas carrier 
at the discretion of the telegraph company with which it is filed. The Canadian 
Pacific Company, for example, will allocate such unrouted messages to the three 
companies for which they act in proportion to the volume of business received 
from each of these companies. For instance, if the C.P.T. receive messages from 
the Canadian Marconi Company, the Imperial Cable and the Commercial Cable 
in equal proportion and three unrouted messages are filed, they will send one 
of them by Commercial, one by Imperial and one by Canadian Marconi. 

Q. Wlvat messages would this company handle?—A. This company would 
handle messages going by Canadian Marconi, Imperial Cable or Commercial 
Cable. 

Q. In other words, when I go into a C.P.R. office and ask for a cable form 
it goes through a board company but if I go into a Canadian National Telegraph 
office and ask for a cable form it goes over Western Union. The C.P.R. are 
soliciting messages for this company but our own company, our own government- 
owned company, is not. Is that right?—A. Yes, except that messages filed with 
the Canadian Pacific may also be routed via the Commercial Cable which is 
also an American company. 

Q. I don’t see why that should be.—A. Well, Mr. Chairman, the reason 
for that is that Canadian National Telegraphs have a long-term agreement with 
Western Union as the agent of that particular company and the terms of that 
agreeement do not permit them to be the agent for any other communications 
company at the present time, and that is the reason why they are not the agents 
for the commonwealth company. They were the agent for the Canadian 
Marconi Company, up until 1939 when they were unable to renew this agreement 
—I think it had run for 10 years or something of that order. They had permission 
from the Western Union prior to 1939 to act as agents for the Canadian Marconi 
Company but when the matter of renewing their agreement with the Marconi 
Company came up Western Union said they were not prepared to permit them 
to do so unless they paid them something like $100,000 per annum for losses 
of revenue which that company would sustain as a result of their carrying on 
as agents for this company. 

Mr. McIvor: Does that not place the C.N. Telegraph Company at a dis¬ 
advantage? 

Commander Edwards: They made their agreement. 

Mr. Hatfield: But that does place them at a disadvantage. 

Commander Edwards: I think we should say for the information of the 
committee that the C.P.R. have always been the agents for Imperial Cable and 
they have always had a contract with Imperial Cable to handle all that traffic 
and they have always been the company which leased the line which carries transit 
traffic between cable points at Halifax, N.S., and Bamfield, B.C. Canadian 
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Marconi Company originally had a contract with the C.N.R. to handle all of 
that stuff in Canada but that agreement ceased in 1939 when the contract 
expired and they did not see fit to renew it. Then the C.P.R. entered into a 
contract with Marconi to handle their traffic just the same as they handled the 
Imperial contract, and that is how the matter stands. But I have no doubt that 
if you went into a Canadian National Telegraph office and said you wanted 
your message routed through Marconi they would send it that way. 

Hon. Mr. Chevrier: I think, Mr. Chairman, the point at issue here is 
simply this: that having regard to the taking over of these services, we must 
take them as they are, we cannot undo an agreement which the Canadian 
National Telegraph have with Western Union; nor can we undo an agreement 
which Canadian Pacific have with Canadian Marconi. We must take that 
as it is. 

Mr. Hatfield: As far as Canadian National and Marconi enter into it, 
the cables are owned bv Imperial or Western Union; is that right? 

The Witness: That is right. 

Mr. Hatfield: Imperial have theirs, AVestern Union have theirs and other 
companies have theirs; is that right? 

The Witness: I cannot answer that, sir. 

Mr. Carter: Am I right in my understanding that this crown company 
operates the radio telephone circuit between Montreal and St. John’s? 

Hon. Mr. Chevrier: The memorandum just read indicates that it has not 
been decided to take that over, operation to remain as it is; but the corporation, 
once it is established, will have to decide whether it will take over that circuit 
or whether it will continue under Canadian Marconi as it is now. 

Mr. Carter: As a matter of general policy would that crown company operate 
the radio telephone system inside Canada? 

Hon. Mr. Chevrier: No, this is only for external communications. 

Mr. Carter: Yes, that is what I thought. 

Mr. Carroll: Would you make it part of the crown company; would the 
whole of the Marconi Company in Canada be taken over? 

Hon. Mr. Chevrier: I think the question of the circuit to Newfoundland 
will depend a great deal on the survey which will be made by the corporation. 
I think what raised the doubt in the memorandum and in the minds of the 
officers concerned is the fact that they did not have an opportunity of going to 
Newfoundland to assess the equipment and so on. I think if they come to the 
conclusion that it is in the general interest action will be taken. 

The Chairman: I think that comes up under clause 6(b). We can discuss 
that when we come to subsection (b) of clause 6. 

Mr. Hatfield: The reason for setting up this crown company is because 
the contract with the Canadian National Telegraphs was with the Western 

Union? 

Hon. Mr. Chevrier: No. The reason for doing this is because of an 
intercommonwealth commitment. 

Mr. Hatfield: Why should not this business be handled by Canadian 
National Telegraphs? 

Hon. Mr. Chevrier: Because they have an agreement with a competitor, 

A\estern Union. 

Mr. Hatfield: That is what I asked you. 

Mr. Rooney: There are two things I would like to ask. 

Mr. Lennard: Mr. Chairman, I wonder if the members of the committee 
would stand so we could hear them better. 
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The Chairman: Oh yes. I will ask members to stand when they speak, 
please. 

Mr. Rooney: There are two questions I would like to ask while I have 
them fresh in mind. The first is this. I believe that as Newfoundland is part 
of Canada there should be no exceptions made, and that that should be made 
clear as soon as possible, because the people of Newfoundland might think 
that w T e were making some exceptions. The other point I want to bring up is 
this: we are setting up this intercommonwealth communications board, how 
would control be established? Will it be by the number of representatives who 
will sit on the board—that would give the United Kingdom people a majority, 
would it not? Would the United States have control, or would England have it? 

The Chairman: The United States is not a party to this. It is a common¬ 
wealth agreement. 

Mr. Rooney: Who would have control? Has England more representatives 
on there than we have? 

The Witness: There is one representative from each partner government, 
that is one from the United Kingdom, one from Canada, one from Australia, one 
from India, etc. The United Kingdom also has one covering the colonies. 

Mr. Rooney: Who would have, for instance, if a point came up and it was 
a tie, who would have the deciding vote? 

The AVitness: The Chairman, who was appointed by all parties. 

Mr. Herridge: As the majority of Canadians would like to see their cables 
sent over this Canadian system, could the Canadian National Telegraph make 
any arrangements so that any customer coming into the Canadian National 
cable office to send a message, would he be given the choice of directing the 
message over Western Union, or over our own system? 

Hon. Mr. Chevrier: I think if a customer goes into the Canadian National 
telegraph office, and says he wants his message routed this way, it will be. 

Mr. Hatfield: AVhen does the C.N. contract expire with the Western 
Union? 

The AVitness: Mr. Chairman, I am not sure when it expires but I think it is 
somewhere around 1964. That is just a year that comes to my mind. 

Mr. Hatfield: That is a long-term contract. 

The Witness: It is a long-term contract but whether that is the exact year 
of termination, I am not able to say precisely. I tried to get that information 
but I did not manage to get it. 

Mr. Rooney: One other point that I had in my mind when I got up before: 
it says here that the commonwealth has an agreement with the United States 
known as the Bermuda Agreement of 1945 covering—I will not read it, but the 
agreement limits the number of direct radio or telegraph circuits within the 
United States and any commonwealth country and defines the class of traffic 
which shall be handled over such circuits. Now, is it possible that the United 
States can dictate to us under this agreement the number of circuits that we 
could use between any of the commonwealth countries or the United States? 

The Witness: Mr. Chairman, I think it is just the reverse. The limitation 
placed on these circuits is put there by the commonwealth countries. In other 
words, if they have a circuit between the United States and Australia, they can 
only send terminal traffic over that circuit. They cannot accept a message from 
Australia addressed to any part of Europe or the United Kingdom. 

Mr. Lennard: Has the United States any influence or control over the rates? 

The Witness: Mr. Chairman, the only control that the United States or any 
company has over rates is over its own rates. Unfortunately however, they do 
affect telecommunication companies. If the United States has a circuit^ for 
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example, from the United States to South Africa, then if they reduce their rates 
to South Africa, it is practically necessary for us to reduce our rates to South 
Africa in order to meet the competition, but that is the only sense in which the 
United States will have any control over the rates. 

Hon. Mr. Chevrier: Who fixes the rates on our own commonwealth circuits? 

The Witness: They will be fixed by the telecommunications 'board but it 
will only 'be on recommendation to the governments of the respective countries, 
and all countries must agree to the rate change. 

Mr. Lennard: I notice here an American press despatch, dated Washington, 
November 4th:— 

The Federal Communications Commission today announced details 
of an international agreement to drop the full rate for overseas telegrams 
and caJbles by 25 per cent. 

I winder if that would enter into this picture? 

The Witness: Mr. Chairman, that relates to the international conference 
that we had in Paris this past summer. That in itself is quite a big question. 
At the International Telegraph and Telephone Conference held at Paris last 
summer we made a great many changes regarding international traffic regulations, 
and one of the changes is that we are going to do away with what we call 
deferred messages. We are going to do away with what we call CDE, that is, 
code messages, as such. Under the old regulations and the regulations which 
will prevail to the end of June, 1950, if you want to send a code message, you 
can send it for sixty per cent of the rate applicable to a plain language message 
between the same places, and that will be done away with, so you will pay 
the same rate as the ordinary plain language message. Now you can send a 
deferred message, which is one that is sent after all the fully paid messages 
have been sent. But the service has developed to be so efficient that there is 
really very little delay in a deferred message. Consequently, we felt that it 
was unfair to be giving a man a fifty per cent preference in charges on a message 
which was really getting the same treatment as an ordinary message, so we are 
going to do away with deferred messages. Now the result of that is that we 
will reduce the international rates wdiich are in gold centimes. They are to be 
reduced by twenty-five per cent on the 1st of July, 1950. The rates to be 
reduced are the rates that will 'be in effect on the 1st of February, 1950. We 
have to notify our rates to the international bureau at Geneva before the 1st of 
February so that they can determine the rates to be charged in July, 1950. 
It has no real bearing on this particular question. In other words eighty per 
cent of the commonwealth traffic is between the commonwealth or between the 
commonwealth and the United States. The arrangements do not come under 
the regulations made at the international conference but under Article 40 of 
the International Telecommunication convention, Atlantic City, 1947. The 
International Regulations Paris 1949, therefore, will only, apply to a very small 
proportion of the over all traffic. 

Mr. Rooney: The Chairman has a deciding vote, you say. How long does 
he sit? Is he empowered for one year, two years, or for what period? 

The Witness: I think he sits, Mr. Chairman, until he is removed, but he 
can be removed. 

Mr. Rooney: He can be removed? 

The Witness: Yes. 

Mr. Carroll: Just one more question. If the Marconi station is not taken 
over by this crown company will the Marconi at Newfoundland be permitted 
to send messages to the other commonwealth nations? 
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The Witness: No. That circuit is just between Montreal and St. John’s, 
Newfoundland. It is not an overseas circuit. They would have to get a licence 
from the Department of Transport before they can extend the service. 

The Chairman: As a good many of these questions will come up under 
the various clauses, perhaps you are now ready to consider the 'bill, clause by 
clause. Shall clause 2 carry? 

Carried. 

Mr. Cannon: It has been stated in this memorandum that the cable heads 
are not to be acquired by the corporation, but they are to remain the property 
and under the administration of the different companies. Why is that? 

Hon. Mr. Chevrier: Because the cable heads were specifically excluded 
from the agreement signed in London. 

Mr. Cannon: Why? It says so here, I know, but why? 

Hon. Mr. Chevrier: It is really not part of the cable and that is why it 
was excluded. It is a technical question, however, that I cannot answer myself. 

Mr. Cannon: The cable is not taken over? 

Hon. Mr. Chevrier: The cable head is not taken over. 

Commander Edwards: When a cable leaves the water, you have to land 
it somewhere, so they have a little hut and the cable comes into this hut. Now 
we go in with our land lines, go through the wall and -make our connections to 
the cable inside that hut. 

Mr. Hatfield: What is the good of the cable without the cable head? 

Commander Edwards: You have to connect it somewhere. They wanted 
to keep this 'building and we had no objection. 

The Chairman: Shall clause 2 carry? 

Carried. 

Shall clause 3 carry? 

Carried. 

Mr. Cannon: I have not had time to read clause 3. Could I suggest that 
the clauses be read? 

The Chairman: No, that is not the custom in committees. We will proceed 
along the usual lines. Shall clause 4 carry? 

Carried. 

Mr. McLure: Are there only two salaried men? 

Hon. Mr. Chevrier: Only one salaried director. There will be far more 
than two salaried men. 

Mr. Murray: What is the salary of each? 

Hon. Mr. Chevrier: It has not been determined yet. 

The Chairman: Shall clause 5 carry? 

Carried. 

Shall clause 6 carry? 

Mr. Green: I notice this clause sets out in ( b ) “to carry on the business 
of public communications by cable, radio-telegraph, radio-telephone, or any 
other means of telecommunication between Canada and any other place and 
between Newfoundland and any other part of Canada”. 

Why is the power taken to deal with those communications to deal with 
communications between Newfoundland and Canada? 

Hon. Mr. Chevrier: Mr. Connelly has already dealt with that in his memo¬ 
randum. 
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The Chairman: I think Mr. Connelly can briefly cover the point that 
Mr. Green raised there without too much detail. 

The Witness: I wonder, Mr. Chairman,—it is only a short paragraph, 
may I read it? It is found on page 10 of my brief. 

1. When the Bill was drafted, Newfoundland was not a Province 
of Canada, so at that time the radiotelephone circuit between Montreal 
(Drummondville/Yamachiche) and St. John's, Nfld. was an external 
communication circuit. 

2. Newfoundland, of course, is now a Province of Canada but the 
Bill has not been amended because the equipement used for the western 
end of this circuit is integrated with that used in the external radio¬ 
communication circuits at Drummondvilie and Yamachiche covered by 
this Bill. It may also become expedient to acquire the eastern end of 
this circuit but in any case we think it desirable to have authority to 
take over this equipment and to operate between Montreal, P.Q. and 
St. John's Nfld., is so desired. 

3. This is the only reason for including in section 6 (b) of the Bill 
the words 'between Newfoundland and any other part of Canada’ and 
there is no desire or intention of opening up any other circuits or of 
extending the one in question. 

Mr. Noseworthy: Paragraph (c) deals with the use and developments in 
cable and radio transmission and we have learned that the Canadian National 
telegraph do not come into the picture. Does the C.B.C. come into the picture? 

Hon. Mr. Chevrier : No. 

Mr. Hatfield: I understand that code messages will not have any discount 
after the 1st of July, 1950. Do they now have fifty per cent discount? 

The Witness: Forty per cent. 

Mr. Hatfield: I understand they only have a saving in words. They will 
pay the regular rate after July. 1950? 

The Witness: They will pay the regular rate after the 1st of July 1950. 

Mr. Hatfield: But they can send in code? 

The Witness: Oh, yes. 

Mr. Cannon: From the Madeleine Islands we have a radio telephone to the 
mainland which is operated by the Canadian Marconi Company. Am I correct 
in saying all this legislation is only for communications between Canada and 
outside countries, and as far as the Madeleine Islands are concerned they will 
not be affected? 

The Witness: That is right. 

Mr. Hatfield: What about cables to South America? 

The Witness: There is really no question about cables to South America. 
Cable and Wireless have circuits to South America and they will be included in 
common user costs. The cost of the maintenance and operation of the entire 
common user system will be borne by all commonwealths based on the proportion 
of revenue on originating traffic; if the revenue on our originating traffic is 
SI,000,000, and the United Kingdom's is $20,000,000, and South Africa $5,000,000, 
the costs will be proportioned in that percentage, 1, 20, 5. 

Hon. Mr. Chevrier: If we want to send a message to South America how 
is it circuited 1 ? 

The Witness: It will be routed through London. 

Mr. Hatfield: Will there be any increase of rates between now and the 
first of January when you have to notify the commonwealth Board? 
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The Witness: In so far as the collection rates in Canada are concerned 
there will be no change at all. 

Mr. Hatfield: After that you will have a twenty-five per cent reduction? 

The Witness: I wouldn’t say that so far as Canada is concerned that the 
reduction will be twenty-five per cent of the existing collection rate. You must 
remember this is an international matter. The collection rate in Canada is 
much lower than the collection rate in foreign countries on traffic in the reverse 
direction. On a message from here destined to France we pay twenty-two 
cents per word, and the man who replies in Paris pays thirty-seven cents per 
word. 

Mr. Murray: Will the rates on Pacific business remain the same? 

The Witness: There, again, Mr. Chainnan, we have been- trying to equalize 
these rates and as far as the commonwealth is concerned there is very little 
difference. You pay eighteen cents a word if you file a message in Ottawa going to 
London, England, and if you file it in Vancouver you pay twenty cents. 

Mr. Murray: I am thinking of a message originating in Singapore destined 
for Vancouver. 

The Witness: That will be thirty cents a word to Vancouver or to Ottawa, 
there is a maximum. 

Mr. Murray: But if it goes around via London? 

The Witness: It does not matter what Commonwealth circuit it goes over, 
it will still be thirty cents. 

The Chairman: Shall clause 6 cany? 

Carried. 

Shall Clause 7 carry? 

Carried. 

Shall clause 8 carry? 

Hon. Mr. Chevrier: It is a United Kingdom responsibility. The bill 
provides for the taking over of the external communication facilities in our own 
country, exclusive of the cablehead. Cable and Wireless will maintain and 
operate the cable on the Pacific. 

Mr. Carroll: Does the Crown company have any control over the rates on 
messages leaving Canada? 

The Witness: Yes, we still have control over the rates; every country has 
control over its rates. The Telecommunications Board has that function. It 
will recommend rates which it considers to be in the best interests of the Common¬ 
wealth. It has been my experience that they have never yet asked any country 
in the Commonwealth to do anything that it did not want to do but I would 
say that our rates are certainly in our own hands. They have to consider 
whether any rates prescribed would be detrimental to the system at large. 

Mr. Hatfield: Will the Canadian Marconi Company maintain the same 
rates as the Board maintains overseas? A person in Newfoundland wishes to 
send a message—must it go via Montreal and pay a higher rate? 

The Witness: If you want to send a message between here and Newfound¬ 
land it will go direct on land line circuits. It will be considered as a domestic 
message. 

Mr. Hatfield: I am talking about sending a message from Newfoundland 
overseas? 

The Witness: There will 'be no change. 

Mr. Hatfield: The Marconi rates will be the same as your rates? 

The Chairman: Does clause 8 carry? 

Carried. 
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Shall clause 9 carry? 

Mr. Gibson: With respect to clause 9 I wonder if we could have an assurance 
from the government that the superannuation changes will be optional. I under¬ 
stand there are three or four plans in effect as far as Cable and Wireless are 
concerned. I understand also that there are certain repatriation obligations and 
I wonder if those obligations will be taken over by this board. 

Mr. Chevrier: My understanding is that there are several pension funds in 
existence. It is the intention of the Crown Corporation to co-ordinate them 
so that no disadvantage will be suffered by the employees and, on the contrary, 
the employees should be in a better position. I am not able to say that they 
will be in a better position but you can rest assured that the pension fund will be 
co-ordinated so that there will be no disadvantage to the employees. 

Mr. Gibson: You can safely say that their pensions and salaries will be 
no worse. 

Hon. Mr. Chevrier: They will be no worse. 

Mr. Hatfield: The staff will not be under the Civil Service Commission? 

Hon. Mr. Chevrier: No. 

The Chairman: Shall clause 9 carry? 

Carried. 

Clause 10. 

Mr. Carter: The Minister said that the effect of this bill would be to put 
the Canadian Marconi Company out of business in so far as telecommunications 
are concerned. 

Mr. Chevrier: That is right. 

Mr. Carter: If any of you can visualize my riding on the map you will 
see that it is quite extensive. Prior to Confederation the commission government 
made arrangements with the Canadian Marconi Company whereby a number 
of units were installed at various points along that riding to link up with and 
improve the existing communications. It is a very isolated district and we 
cannot build land lines. It would be much more satisfactory to have telephonic 
communication but I am wondering now whether, as we had hoped before, these 
stations might be hooked up? The stations have been tested and found satis¬ 
factory. When Confederation came about someone had the bright idea that it 
would be a federal department matter and as far as I know the stations have 
not been hooked up. If this bill puts the Canadian Marconi Company out of 
business I wonder if some other arrangement will be made to have some branch 
of the Department of Transport take care of that situation? 

Hon. Mr. Chevrier: When I stated that the company would go out of 
business I was dealing exclusively with external telecommunications. This bill 
does not envisage domestic service or service within Canada or within a province 
of Canada. I am not familiar with the service Marconi operates in Newfoundland 
but I understand there is a representative of the company here and perhaps he 
would be good enough to enlighten- us on the question that has been asked. 

The Chairman: Does that meet with the wishes of the committee? 

Agreed. 

Mr. S. M. Finlayson: I am the general manager of the Canadian Marconi 
Company and I have with me Mr. Fergus, our secretary and treasurer, and Mr. 
Bowie, our traffic manager. I think the question relates to the general telecom¬ 
munication stations which are operated on the coasts of Newfoundland and 
Labrador. Those stations, like similar stations in Canada were operated by us, in 
the old days on behalf of the Commission Government. As far as I am aware 
it is a matter quite apart from the bill. We will continue to maintain and 
operate those services at full efficiency, at the pleasure of the government. 
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Mr. Carter: That is the point I was wondering about. I wanted to know 
if the company would continue to operate that service or whether their opera¬ 
tions would be curtailed by this bill. 

Mr. Shaw: Section 10 of the bill refers to the acquisition of property. The 
Minister indicated, and it was confirmed in the brief, that $4,000,000 has been 
set by the government as a proper value of the property. I understand the mat¬ 
ter will become the subject of a reference to the Exchequer Court but have we 
any reason to believe that the Canadian Marconi Company will accept the 
$4,000,000 figure? 

The Witness: Well, Mr. Chairman, I do not think we can answer that ques¬ 
tion either yes or no. The negotiations have not even been started so I have no 
knowledge as to whether it will be accepted. We hope that we can acquire the 
assets for that amount or less. 

Mr. Shaw: It is safe for us to assume that the government will start with 
that figure? They will use that as a jumping off point? 

Hon. Mr. Chevrier: The government will start with a much smaller figure 
I hope. 

Mr. Hatfield: That would be no good now. 

Mr. Shaw: How was that figure arrived at? 

Hon. Mr. Chevrier: That is a $64 question. If the committee insists I will 
give what information I have but I would prefer not to because there are people 
in this committee room with whom we will have to deal. I do not think that 
we should put our cards on the table before we know what is in the minds of the 
other side. 

The Chairman: I think we can pass on. 

Mr. Cannon: I am reading from the bill, clause 10—“For the purpose of 
this Act and with the approval of the Governor in Council, the Corporation may, 
by notice published in the Canada Gazette , take or acquire any real or personal 
property of Canadian Marconi Company or of Ca’ble and Wireless Limited 
and—” 

I would like to get clear in my own mind whether we are acquiring all the 
property of the Canadian Marconi Company or only that part of it which deals 
with overseas communications? 

Hon. Mr. Chevrier: The question is answered right in the bill. 

Mr. Cannon: Oh, I see; so the Canadian Marconi Company will continue 
to exist. 

Mr. Shaw: I might suggest to the government that it is better business to 
start at a lower figure, especially when it is admitted that this is a higher figure 
than they anticipate paying. 

Hon. Mr. Chevrier: We are not admitting that we will pay that much but 
we had to put some figure in the bill otherwise we cannot get it through parlia¬ 
ment. 

The Chairman: Shall clause 10 carry? 

Carried. 

Clause 11. 

Carried. 

Clause 12. 

Carried. 

Clause 13. 

Carried. 

Clause 14. 

Carried. 
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Clause 15. 

Mr. Green: This clause deals with loans to the Corporation. Can you give 
us any idea of what amount will be reqiured by way of loans ? 

Hon. Mr. Chevrier: I have already stated that $500,000 will be required for 
working capital and that is contained in the figure mentioned in the brief pre¬ 
pared by Mr. Connelly and circulated by him. The aggregate maximum loan 
which can be made is $100,000 and it will be made in the same manner as loans 
are made by Finance to certain Crowrn companies. The Crown company gives 
a certificate of indebtedness and repays the loan if it can ; but it is a loan for a 
capital expenditure or replacement. 

The Chairman: Shall clause 15 carry? 

Carried. 

Clause 16. 

Carried. 

Clause 17. 

Carried. 

Clause 18. 

Carried. 

Clause 19. 

Mr. Follwell: Is this expected to be a losing proposition for the govern¬ 
ment of Canada. 

Hon. Mr. Chevrier: That is a difficult question to answer. The statement 
has already been made that this part of Canadian Marconi’s business, which we 
are taking over, made a profit of $100,000 in 1948. I am hopeful that the same 
efficient management, if not better, will be continued by the Crown company. 

The Chairman: Shall clause 19 carry? 

Carried. 

Clause 20. 

Mr. Gibson: I see that the wording is permissive. The Corporation “may 
pay taxes”. In Bamfield in my riding, half of the revenue comes from taxes 
paid by Cable and Wireless and I am wondering if I can have an undertaking 
from the Minister in that regard? 

Hon. Mr. Chevrier: I wish I could give my friend an undertaking but all 
I can say is that the Minister of Finance has already indicated in a statement 
made by him that it is the intention of the government to revise the whole 
matter of its taxation policy. I cannot anticipate what the statement of the 
Minister will be but, as members of parliament know, the Crown is not taxable; 
the Crown is exempt from taxation for municipal purposes. It has, however, been 
felt by many municipalities, and even by members of the government, that to 
continue that policy forever would be unfair. What is being considered at the 
moment is the matter of payment in lieu of taxation, just as the Canadian 
National Railway in Halifax, Saint John, Moncton, certain parts of Ontario and 
other parts of Canada, has made payments, not for the property which they own 
qua Canadian National Railway but for property which they operate qua 
government. I refer there to the Transcontinental and to the Intercolonial which 
are owned by the Crown and which are tax exempt but the Canadian National 
Railway pays to those municipalities, by virtue of long term agreements, certain 
amounts in lieu of taxation. It is impossible to answer my honourable friend’s 
question definitely because I would be anticipating a statement of my colleague. 
The word “may” was not placed in that clause 20 in order to amend the bill 
after any statement to be made by the Minister of Finance but in order to carry 
out the policy which he may bring down. 
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Mr. Gibson: Does not the Polymer Crown Corporation pay school taxes 
on their property in Sarnia? 

Hon. Mr. Chevrier: I understand it does. 

Mr. Murphy: With respect to Polymer I understand they have been making 
a yearly grant. It is not paid in the way of taxation but it is an amount of 
$5,000 a year. 

While I am on my feet I would ask this: I just did not get the full explana¬ 
tion of the Minister respecting the word “may”. Does that mean there is to be 
a literal interpretation of the word here? 

Hon. Mr. Chevrier: I understand that “may” means “shall” in legal 
interpretation, but in this particular instance it does not mean “shall”; it means 
“may”. 

Mr. Murray: Regarding this matter of taxation it may be interesting to 
the committee to know that on the property at Bamfield, the British Columbia 
government levied taxation at less than $100 a year for many years, although 
millions of dollars were involved in the cable operations. It was taxed as wild 
land and for a number of years the rate was something about $50. 

Mr. Gibson: It is very obvious that in a place like that where a company 
or the government brings in a lot of employees, that we cannot expect the local 
residents—the fishermen and so on—to pay for the education of children of 
company or government servants. I am quite sure, however, that this Minister 
of Transport is a more generous type. 

Mr. Carroll: May I follow up the suggestion of the Minister and say that 
I think “may” here does mean “shall” and it is simply saying where the taxes 
shall be paid, to whom, and to what authority. 

Mr. Gibson: I concur. 

Hon. Mr. Chevrier: I would not disagree with a learned former justice 
of the court. 

Mr. Murphy: In connection with this same paragraph relative to taxes paid 
by Crown Companies, I think the Minister said a while ago the C.N.R. paid 
taxes in certain areas like Halifax. Does that include taxes for school purposes? 

The reason I asked that is—and I may be wrong—that I understand on 
rights of way there is some stated amount paid but the school taxes are not 
affected. 

Hon. Mr. Chevrier: That is a very difficult question which you ask. I will 
try to answer it to the best of my ability. I do not think any of these payments 
are earmarked for any particular local object such as schools, sewers or any¬ 
thing else. I think payment is made to the municipality by virtue of an agree- 
. ment over a period of three or four or five years. That is the procedure with 
the Canadian National Railways; but to say that they are earmarked for any 
one purpose I think would be a mistake. They are paid in to the .municipality 
and the municipality uses them, I understand, and divides them up according 
to the mill rate for schools, local improvements and so /orth. 

The Chairman: Shall clause 20 carry? 

Carried. 

Mr. Murphy: What I was going to suggest is that the government accept 
the assessment of the local assessment board the same as is the case with other 
interests in the locality. Could the minister tell me whether that will be done? 

Hon. Mr. Chevrier: I am not able to answer that, but I am able to say 
that I do not think that it would be fair for the Canadian National Railways, 
for instance, to accept the assessment of the local assessor; nor do I think it 
would be fair for the intercolonial or the transcontinental railways to accept the 
assessment of local assessors because there are a number of services rendered by 
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the railways to the municipalities. I am thinking now of municipality X in a 
certain province; the Canadian National Railways pay a substantial amount for 
sewers and it pays a substantial amount for water, and if they were required 
over and above that to meet the.assessments of the local assessor I think they 
would be being asked to pay far too much. They should pay an amount which 
is reasonable, but how to arrive at that amount I do not know; and I would not 
like to say how it is going to be proceeded with here. I think a good deal will 
depend on an announcement wdiich will be made by the Minister of Finance. 

Mr. Hatfield: But you are taking over a company here which is already 
paying municipal taxes. It is a different matter altogether. 

Mr. Rooney: Yes. 

Mr. Hatfield: The Canadian National is a different matter. 

Hon. Mr. Chevrier: And when I was dealing with this question in the House, 
Mr. Murphy, I said that it was the intention that this company would pay 
taxes. I do not know how the corporation are going to proceed. Now, you say 
that Canadian Marconi were paying taxes. Yes. But now the crown owns cer¬ 
tain portions of the company and it is no longer liable to taxation, so that we 
may proceed in the same manner that the Marconi Company did. I do not know. 
I can say this— 

Mr. Murphy: Someone made a statement here when we started this that 
»they would. 

Hon. Mr. Chevrier: —I can only say what I said in the House explaining 
what our intention is. 

Mr. Murphy: I mean when we started the sessions of this committee. 

Hon. Mr. Chevrier: I did not say that. 

Mr. Green: Would not that be the fairest way to deal with the taxation 
question where you have a Crown company taking over the assets of companies 
which have been paying taxes on their physical properties, just as other corpora¬ 
tions have been paying taxes? It seems to me that the fairest way would be 
for the Crown company to carry on paying taxes which are levied on similar 
properties, because if you follow the other course and enter into agreements 
with each municipality then there is bound to be different treatment to different 
municipalities. I think it would be much simpler to pay the regular taxes that 
will be levied as if this company were a private company. 

Hon. Mr. Chevrier: That would appear to be reasonable. 

Mr. Murphy: You have two different categories to deal with; take in the 
one case the buildings, the physical assets, located say in Halifax or other areas. 
I would think that where you have a building, let us say, the Crown company 
would have a precedent to go by. I make that statement because this system is 
taking over a private company; I may be wrong, but I understand they have to 
pay in that area the same taxes as other industries pay. That being the 
established practice I think it should be continued. 

The Chairman: Shall clause 21 carry? 

Carried. 

Clause 22? 

Carried. 

Clause 23? 

Carried. 

Clause 24? 

Carried. 

Clause 25? 

Carried. 
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Clause 26? 

Carried. 

Shall the title carry? 

Carried. 

Shall I report the bill? 

Carried. 

Mr. McIvor: Mr. Chairman, I would like to express the appreciation of 
the committee for the efficient and direct answers which officials of the department 
have given to us this morning. 

Some Hon. Member: Hear, hear. 

The Chairman: There is no further business before the committee sa a 
motion to adjourn is in order. 

The committee adjourned to meet again at the call of the Chair. 


